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THE  TEAR  IN  BRIEF 


ANNUAL  PERIODS  ENDED 

August  4,  1945 

July  31,  1944 

Net  Sales . 

$187,426,375 

$170,862,983 

Profit  before  federal  taxes  on  income  and 
before  minority  interest . 

21,294,755 

14,876,559 

Federal  taxes  on  income . 

15,713,000 

10,361,779 

Net  profit  after  federal  taxes  on  income  and 
minority  interest . 

4,862,718 

3,885,871 

Dividends  on  preferred  stock . 

412,733 

414,964 

Number  of  times  preferred  dividends  were 
earned . 

11.78 

9,36 

Net  profit  applicable  to  common  stock: 

Amount  . 

$  4,449,985 

$  3,470,907 

Per  share  of  common  stock  outstand¬ 
ing  at  end  of  year . 

4.32* 

3.50 

Number  of  shares  outstanding  at  end  of 
year: 

Preferred  stock . 

128,610* 

97,110 

Common  stock  . 

1,039,536* 

991,619 

Dividends  paid  per  share: 

Preferred  stock . 

$4.25 

$4.25 

Common  stock  . 

1.50 

1.50 

Balance  sheet  data  at  end  of  year: 

Customers’  balances  . 

10,238,187 

9,134,807 

Inventories  . 

22,724,459 

18,544,783 

Working  capital . 

47,097,865 

33,840,949 

Ratio  of  current  assets  to  current 

liabilities . 

5.36 

4.18 

Long-term  debt . 

$  15,999,500 

$  12,783,868 

Capital  stock  and  surplus,  exclusive  of 
minority  interest . 

50,747,873 

43,538,511 

•Including  31,500  shares  of  preferred  stock  and  10,000  shares  of  common 
stock  issued  on  August  1,  1945  in  exchange  for  the  capital  stock  of  Foley 
Brothers  Dry  Goods  Company.  These  shares  were  excluded  in  calculating 
the  net  profit  per  share  because  the  Foley  profit  is  not  included. 


FEDERATED 

DEPARTMENT  STORES,  INC. 
1440  Broadway,  New  York.  18,  N.  Y. 


To  the  Stockholders: 

There  is  submitted  herewith  a  report  of  the  operations  of  your  company  and  its 
subsidiaries  for  the  fiscal  year  ended  August  4,  1945. 

The  consolidated  net  sales  for  the  period  amounted  to  $187,426,375,  an  in¬ 
crease  of  9.69%  over  those  of  the  previous  year.  However,  if  the  sales  of  R.  H.  White 
Company  were  eliminated  from  the  figures  of  both  periods  the  gain  would  be 
17.04$, 

Net  profit  applicable  to  common  stock  of  your  company  after  taxes,  minority 
interest  and  preferred  dividends  was  $4,449,985  equivalent  to  $4.32  per  share 
of  outstanding  common  stock.  This  compares  with  earnings  for  the  previous  year 
of  $3,470,907  or  $3.50  per  share  of  outstanding  stock. 

A  change  has  been  made  in  the  fiscal  year  so  that  it  ended  on  Saturday,  August 
4,  1945,  and  thereafter  instead  of  a  12-month  year  ending  July  31,  the  fiscal  year 
will  be  a  52-week  period  ending  on  the  Saturday  nearest  that  date  (with  an 
occasional  53- week  period ) . 

The  greater  part  of  the  assets  of  R.  H.  White  Company  (subsidiary  of  Wm. 
Filene’s  Sons  Co. )  were  sold  as  of  September  30,  1944  and  the  operation  by  R.  H. 
White  Company  of  its  store  terminated  as  of  that  date.  Accordingly  sales  of  that 
company  are  included  only  to  September  30,  1944. 

The  Foley  Brothers  Dry  Goods  Company  of  Houston,  Texas  was  acquired  as 
a  wholly  owned  subsidiary  as  at  August  1,  1945.  The  Federated  consolidated  bal¬ 
ance  sheet  as  at  August  4,  1945  includes  the  assets  and  liabilities  of  that  company 
as  at  July  31, 1945  but  its  sales  and  earnings  are  not  included  in  the  Federated  con¬ 
solidated  profit  and  loss  account. 
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THE  WAR 


With  all  Americans  we  rejoice  that  the  war  has  ended  in  glorious  Victory. 
Your  company  is  proud  of  the  part  that  it  has  been  permitted  to  play.  2600  of  our 
men  and  women  are  serving  or  have  served  in  the  armed  forces  and  56  have 
made  the  supreme  sacrifice.  It  is  our  hope  that  we  may  help  our  service  men 
and  women  return  to  civilian  status,  by  providing  them  with  opportunities  that 
will  prove  to  them  that  we  appreciate  the  sacrifices  they  have  made  in  our  behalf. 
In  cooperation  with  government  authorities  your  company  and  its  subsidiaries 
have  aggressively  participated  in  all  activities  in  which  retailing  could  be  helpful. 
Of  major  importance  were  programs  for  achieving  more  equitable  distribution  of 
scarce  goods,  for  the  creation  of  a  better  understanding  of  the  necessity  of  price 
control,  for  the  sale  of  War  Bonds,  particularly  E-Bonds,  and  for  the  salvage  and 
collection  of  material  which  was  important  to  the  war  effort. 


INVENTORY 

During  the  war  the  policy  of  your  stores  has  been  to  offer  customers  the  best 
of  the  available  goods  that  the  market  afforded  in  a  sufficiently  substantial  amount 
to  give  the  best  possible  merchandise  service.  In  recent  months  it  became  appar¬ 
ent  that  the  war  was  coming  to  an  end  and  that  certain  substitute  merchandise 
would  soon  be  replaced  with  goods  of  better  quality.  Your  managements  have 
been  alert  to  see  that  such  substitute  goods  were  either  eliminated  from  stock  or 
priced  at  a  figure  at  which  they  would  be  promptly  sold.  The  inventories  of 
$22,724,459  are  approximately  $4,180,000  larger  than  stocks  on  hand  a  year  ago, 
but  in  each  instance  represent  only  about  72  days’  sales.  Business  since  August  4, 
1945  has  held  up  very  well,  and  it  is  therefore  anticipated  that  our  inventories 
will  be  converted  rapidly  into  better  qualities  without  unusual  loss.  Aside  from 
this,  it  will  be  remembered  that  your  company  in  the  fiscal  year  ended  January 
31,  1942  adopted  the  “last-in  first-out”  method  of  inventory  valuation  in  order  to 
protect  itself  against  loss  from  changing  prices  of  merchandise. 
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FEDERATED  EXPANSION 


Under  favorable  conditions  and  when  timely  opportunities  are  presented, 
Federated  expects  to  acquire  additional  department  stores,  particularly  in  medi¬ 
um-sized  cities.  As  a  matter  of  policy  the  stores  of  Federated  must  be  units  of  out¬ 
standing  local  character  with  enviable  reputations  which  have  been  well  estab¬ 
lished  and  continuously  maintained.  Surveys  have  been  made  in  various  com¬ 
munities  and  such  studies  are  being  continued.  Plans  for  the  establishment  of 
the  Central  Agency  and  of  the  company’s  offices  in  Cincinnati,  Ohio  are  moving 
rapidly  toward  completion.  The  purpose,  as  you  will  recall,  is  to  provide  for  the 
effective  implementation  of  our  program  of  timely  expansion,  to  develop  and 
analyze  in  more  adequate  detail  a  variety  of  information  regarding  each  unit  and 
to  equip  your  company  to  relate  its  operations  to  its  subsidiaries  in  a  more  effec¬ 
tive  profit-making  manner. 


SUBSIDIARY  EXPANSION  AND  RECONVERSION 

The  prompt  conversion  of  plants  to  peace-time  production  gives  more  and 
more  evidence  of  the  remarkable  productive  capacity  of  the  United  States.  Tre¬ 
mendous  stock  piles  of  raw  materials  in  the  textile  field  and  substantial  supplies 
of  other  materials  indicate  that  the  problem  ahead  is  to  consume  the  enlarged  fac¬ 
tory  production  as  it  is  freed  of  burdensome  controls.  The  post-war  plans  of  Feder¬ 
ated  subsidiaries  have  been  carefully  developed  and  call  for  substantial  expansion. 
Enlarged  and  additional  branches  are  planned  by  Wm.  Filene’s  Sons  Company. 
A  building  program  at  Abraham  &  Straus,  Inc.  will  provide  increased  selling  space 
and  improved  service  facilities.  Remodeling  and  large  scale  changes  at  Blooming- 
dale  Bros.,  Inc.  will  provide  more  selling  space  and  substantially  improve  the 
59th  Street  front.  The  F.  and  R.  Lazarus  and  Company  will  install  escalators,  will 
build  a  new  front,  and  will  add  a  full-block  annex  which  it  will  open  for  the  sale  of 
appliances  and  housewares.  The  John  Shillito  Company  will  completely  renovate 
and  enlarge  their  home  furnishings  departments,  using  three  floors  of  their  present 
service  building  which  were  made  available  through  the  acquisition  of  an  addi¬ 
tional  warehouse.  After  careful  research  conducted  over  a  period  of  several  years, 
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your  company  acquired  by  purchase  and  lease,  through  a  subsidiary,  one  and  one- 
half  blocks  of  real  estate  in  Houston,  Texas.  Plans  for  improvement  of  this  property 
are  already  under  way  and  it  is  hoped  that  a  new  building  to  house  the  business 
of  Foley  Brothers  can  be  begun  in  the  near  future.  Federated  expects  to  do  its 
share  in  promoting  a  higher  standard  of  living  through  the  energetic  selling  of  the 
products  of  the  country's  enlarged  manufacturing  facilities. 

PROSPECTS 

Many  lines  of  merchandise  which  we  had  not  been  able  to  offer  for  some 
years  are  now  available  in  your  stores.  Many  new  products  are  being  investigated 
and  numbers  of  them  will  be  added  to  our  assortments.  With  the  present  high  rate 
of  sales  and  the  expectation  of  rapid  reconversion,  a  relatively  favorable  sales 
record  should  be  continued.  In  the  war  years  many  customer  services  have  been 
withdrawn  in  order  to  aid  the  production  of  war  material  but  restrictions  are  being 
gradually  lifted  and  services  will  be  restored  as  promptly  as  permitted.  Future 
profits  before  taxes  will  probably  be  reduced  as  a  result  of  these  factors  and  sub¬ 
stantially  increased  wage  rates  that  have  occurred  during  the  war.  Somewhat 
reduced  purchasing  power,  plus  the  increased  cost  of  merchandise  promotion  and 
markdowns  that  usually  attend  an  adequate  supply  of  goods  will  also,  it  is  be¬ 
lieved,  affect  the  high  rate  of  profit  before  taxes,  which  should  be  recognized  as  a 
war  phenomenon. 

Unquestionably  good  retail  business  is  dependent  on  a  large  consumption  of 
goods.  We  are  therefore  supporting  all  reasonable  movements  looking  toward 
full  employment  so  that  the  above  results  may  be  accomplished.  Government,  in¬ 
dustry  and  labor  activities  looking  toward  this  commendable  result  need  the  fullest 
encouragement  from  retailers. 

DIVIDENDS 

During  the  past  year  your  company  declared  and  paid  dividends  of  4&%  on  its 
outstanding  Preferred  Stock  and  $1.50  per  share  on  its  outstanding  Common 
Stock.  Because  of  Federated  and  subsidiary  expansion,  enlargement  and  improve- 


ment  plans,  and  because  conditions  may  be  expected  to  change  rapidly  during  the 
period  of  reconversion,  your  Directors  have  followed  a  conservative  dividend 
policy. 

SPECIAL  MEETINGS 

The  Stockholders  at  special  meetings: 

(a)  Authorized  the  sale  of  assets  of  R.  H.  White  Company  of  Boston, 
an  advantageous  offer  having  been  received.  It  was  considered 
better  not  to  operate  two  closely  situated  competing  stores  in  one 
city. 

(b)  Increased  the  authorized  number  of  shares  of  preferred  stock  from 
160,000  to  200,000  shares. 

(c)  Gave  voting  power  to  the  preferred  stock  similar  to  that  vested  in 
the  common  stock  so  as  to  make  the  preferred  a  more  valuable 
expansion  tool. 

( d )  Established  the  Central  Agency. 

( e )  Granted  authority  to  the  Board  of  Directors  to  adopt  and  put  into 
effect  a  Stock  Purchase  Plan. 

(f)  Approved  a  long-term  joint  bank  loan  and  mortgage  by  The  F.  and 
R.  Lazarus  and  Company  and  The  John  Shillito  Company  in  the 
amount  of  $10,000,000  for  the  purpose  of  retiring  outstanding  mort¬ 
gages  and  bank  debt  and  furnishing  additional  working  capital  to 
these  subsidiaries. 

(g)  Approved  modification  of  the  Credit  Call  Agreement  between 
Bloomingdale  Bros.,  Inc.  and  Bankers  Trust  Company. 

ANNUAL  MEETING 

Proxies  will  be  requested  from  stockholders  for  the  annual  meeting  to  be  held 

on  November  26,  1945.  It  is  expected  that  a  Proxy  Statement  will  be  mailed  to 
stockholders  on  or  about  November  16,  1945. 
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SUMMARY  OF  FINANCIAL  RESULTS 


Details  of  financial  operations  of  your  company  appear  elsewhere  in  this 
report.  There  are  presented  herewith,  in  summary  form,  some  of  the  more 
important  figures: 

WORKING  CAPITAL 


A  comparison  of  working  capital  and  of  long-term  debt  at  August  4,  1945, 
and  at  the  end  of  the  preceding  five  fiscal  periods  is  as  follows : 


RATIO  OF 

CURRENT 

AMOUNT  OF 

ASSETS  TO 

AMOUNT  OF 

WORKING 

CURRENT 

LONG-TERM 

CAPITAL 

LIABILITIES 

DEBT 

August  4,  1945 

$47,097,865 

5.36 

$15,999,500 

July  31, 1944 

33,840,949 

4.18 

12,783,868 

July  31, 1943 

33,270,318 

5.26 

12,789,897 

July  31, 1942 

38,358,609 

5.40 

20,414,016 

January  31, 1942 

29,413,127 

4.10 

10,980,183 

January  31, 1941 

28,292,487 

5.77 

10,295,413 

The  amount  of  the  working  capital  increased  by  approximately  $13,250,000 

during  the  past  year.  Since  January  31,  1941,  the 

excess  of  working 

capital  over 

long-term  debt  increased  by  about  $13,100,000. 

NET  SALES 

VOLUME 

%  INCREASE 

Year  ended  August  4, 1945  $187,426,375 

17.04° 

Year  ended  July  31: 

1944  . 

170,862,983 

10.00 

1943  . 

155,331,203 

13.72 

1942  . 

136,585,703 

3.92 

Year  ended  January  31 : 

1942  . 

131,427,879 

14.63 

1941  . 

114,657,245 

4.13 

° Excluding  sales  of  R.  H.  White  Company  in  this  and  in  the  preceding  year. 
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NET  PROFIT 


PROFIT  BEFORE 

FEDERAL  TAXES 

ON  INCOME 

FEDERAL 

TAXES  ON 

INCOME 

MINORITY 

INTEREST 

NET  PROFIT 

APPLICABLE 

TO  PARENT 

COMPANY 

Year  ended  Aug.  4, 1945 

$21,294,755 

$15,713,000 

$719,037 

$4,862,718 

Year  ended  July  31 : 

1944  . 

14,876,559 

10,361,779 

628,909 

3,885,871 

1943  . 

12,367,327 

7,866,388 

600,459 

3,900,480 

1942  . 

8,099,368 

4,027,650 

626,788 

3,444,930 

Year  ended  January  31 : 

1942  . 

6,614,202 

3,004,500 

507,806 

3,101,896 

1941  . 

4,994,337 

1,348,200 

454,037 

3,192,100 

PROFITS  APPLICABLE  TO 
COMMON  STOCK 


NET  PROFIT 

APPLICABLE 

TO  PARENT 

COMPANY 

DIVIDENDS 

ON  PRE¬ 
FERRED  STOCK 

OF  PARENT 

COMPANY 

NET  PROFIT 

APPLICABLE  TO 

COMMON  STOCK  OF 

PARENT  COMPANY 

PER 

AMOUNT  SHARE 

Year  ended  Aug.  4, 1945 
Year  ended  July  31: 

$4,862,718 

$412,733 

$4,449,985 

$4.32 

1944  . 

3,885,871 

414,964 

3,470,907 

3.50 

1943  . 

3,900,480 

426,735 

3,473,745 

3.56 

1942* . 

3,444,930 

442,650 

3,002,280 

3.15 

Year  ended  January  31 : 

1942  . 

3,101,896 

451,150 

2,650,746 

2.79 

1941  . 

3,192,100 

470,170 

2,721,930 

2.90 
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DIVIDEND  PAYMENTS 


SHARES  OUTSTAND¬ 
ING  AT  END 

AMOUNTS  OF  DIVIDENDS  OF  EACH  PERIOD 


TOTAL 

PREFERRED  COMMON 

STOCK  STOCK 

PRE¬ 

FERRED 

STOCK 

COM¬ 

MON 

STOCK 

Year  ended  Aug.  4,  1945 

$1,935,213 

$412,733 

$1,522,480 

128,610 

1,039,536 

Year  ended  July  31: 

1944  . 

1,885,568 

414,964 

1,470,604 

97,110 

991,619 

1943  . 

1,865,446 

426,735 

1,438,711 

97,810 

974,621 

1942  . 

1,868,843 

442,650 

1,426,193 

102,750 

951,927 

Year  ended  January  31 : 

1942  . 

1,872,328 

451,150 

1,421,178 

104,950 

951,587 

1941  . 

1,869,575 

470,170 

1,399,405 

109,350 

937,293 

PERSONNEL 

The  Directors  appreciate  to  the  utmost  the  continued  loyalty  and  applica¬ 
tion  of  the  employees  of  your  stores.  Their  conscientious  efforts  have  enabled  us 
to  retain  customer  goodwill  during  a  trying  period  of  shortages  and  restrictions. 
This  and  their  patriotic  devotion  to  war  activities  have  helped  your  stores  continue 
to  be  important  and  necessary  parts  of  their  respective  communities. 


Respectfully  submitted, 

By  order  of  the  Board  of  Directors 
October  11, 1945 


FRED  LAZARUS,  JR. 

PRESIDENT 
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EXPANSION 


ABRAHAM  &  STRAUS 
Brooklyn 

Construction  on  a  new  eight-story  build¬ 
ing  to  be  erected  on  part  of  the  present 
site  has  already  begun  and  will  be  ac¬ 
complished  without  interruption  to  sell¬ 
ing  activities.  Selling  space  is  being 
increased  by  more  than  100,000  square 
feet.  The  infants’  and  children’s  de¬ 
partments  are  being  expanded.  ( Brook¬ 
lyn’s  birth  rate  is  at  an  all-time  high. ) 
Escalators  are  being  extended,  depart¬ 
ments  re-allocated,  services  expanded, 
visual  appeal  heightened. 


BLOOMINGDALE’S 
New  York 


Rebuilding  the  entire  city  block  front¬ 
age  on  59th  Street  will  give  improved 
facilities  for  display  and  easier  public 
access  to  first  floor  departments.  Spa¬ 
cious  entrances  will  be  constructed  on 
Lexington  and  Third  Avenues.  50,000 
additional  square  feet  of  selling  space 
are  to  be  provided.  Some  offices  are 
being  moved  to  a  recently  acquired 
building  on  60th  Street.  New  and  im¬ 
proved  service  departments  will  empha¬ 
size  the  individual  character  of  this 
store,  a  metropolitan  mart  centered  in 
the  richest  and  fastest  growing  residen¬ 
tial  area  in  the  world. 
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E  X  P  A 


WM.  FILENE’S  SONS 
COMPANY,  Boston 

By  November  1945  it  is  expected  that 
the  construction  on  the  additions  to  the 
Winchester  branch  of  Filene’s  will  have 
been  completed  doubling  the  amount 
of  the  former  selling  space.  The  Filene 
Worcester  store  and  its  service  depart¬ 
ments  are  now  being  greatly  enlarged 
and  when  completed  next  year  the 
space  will  be  about  double.  Plans  for 
additional  branch  stores  are  being  pre¬ 
pared.  A  vigorous  policy  for  the  devel¬ 
opment  of  Filene’s  continues.  Its  steady 
growth  reinsures  its  position  as  the  un¬ 
questioned  leader  of  the  fashion  clothes 
field  in  New  England. 


FOLEY  BROTHERS 
Houston 

A  new  building,  a  model  of  modem 
architecture  and  design  will  be  erected 
on  land  already  purchased  in  a  choice 
location  in  the  center  of  the  city.  Busi¬ 
ness  continues  in  the  old  Foley  store, 
recently  acquired.  Especially  designed 
for  climatic  conditions  in  this  area,  the 
building  will  be  air-conditioned  through¬ 
out.  Efficient  package  conveyors,  tun¬ 
nel  connection  with  the  large  garage 
area  across  from  the  main  building, 
speedy  escalator  and  elevator  trans¬ 
portation  are  among  unique  service 
facilities  planned.  Merchandise  and  ser¬ 
vices  will  be  especially  devised  to  meet 
the  expanding  needs  of  this  rapidly 
growing  area  of  the  nation. 
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F.  &  R.  LAZARUS  &  CO. 
Columbus 

K  new  front  will  be  constructed  on  High 
Street  with  a  marquee,  new  entrances 
and  new  show  windows.  An  adjacent 
auditorium  has  been  acquired  and  is 
being  remodeled  to  house  a  complete 
appliance  and  housewares  store  with 
attendant  stock  and  services.  The  base¬ 
ment  store  is  being  expanded  along 
with  these  main  store  departments: 
furniture,  draperies,  floor  coverings, 
radios,  luggage,  music  section.  The  in¬ 
stallation  of  escalators  will  provide  new 
and  much  needed  vertical  transporta¬ 
tion. 


THE  JOHN  SHILLITO 
COMPANY,  Cincinnati 

Floors  of  the  main  building  are  being 
extended  to  an  adjacent  service  buildU 
ing  which  will  result  in  the  addition  of 
50,000  square  feet  of  selling  space. 
Planned  expansion  provides  nearby 
stockrooms  for  ready,  immediate  ser¬ 
vice.  A  number  of  departments  are 
being  moved  to  permit  expansion,  easy 
accessibility  and  more  effective  visual 
presentation  to  customers.  New  color 
treatments  and  special  lighting  effects 
will  accentuate  the  re-decoration.  The 
result  will  be  a  more  completely  mod¬ 
ernized  store  with  the  best  facilities  for 
selling  and  service  in  this  area. 
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FEDERATED  DEPAR1 

[A  DELAWARE 

AND  SUBSIDIA 

COMPARATIVE  C0NS0L1 


ASSETS 


CURRENT  ASSETS: 

Cash  on  demand  deposit  and  on  hand . 

United  States  Government  securities . 

Customers' accounts  and  notes  receivable: 

Regular  retail,  less  reserves  of  $305,687  at  August  4,  1945  and 

$260,800  at  July  31,  1944 . 

Instalment,  less  reserves  of  $233,685  at  August  4, 1945  and  $245,542  at  July  31, 1944 

Merchandise  inventories  on  hand  and  in  transit  (See  Note  2) . 

Sundry  debtors . 


OTHER  ASSETS: 

Notes  secured  by  second  mortgages  on  property  used  in  operations— at  cost  to  subsidiary 

company  . 

Real  estate  not  used  in  operations  (See  Note  3) . 

Investments  in,  and  advances  to,  joint  merchandising  and  service  organizations . 

Investments  in,  and  advances  to,  subsidiary  companies  not  consolidated  (See  Note  1) . . 

Post-war  refund  of  excess  profits  taxes . 

Claimed  overpayment  of  federal  taxes  on  income  (See  Note  2) . 

Miscellaneous  other  assets . 


FIXED  ASSETS  (See  Note  3): 

Land,  buildings  and  building  equipment  substantially  all  on  owned  land . 

Buildings  and  building  equipment  on  leased  land,  improvements  to  leased  properties, 

and  leasehold  . 

Store  fixtures  and  equipment . 


DEFERRED  CHARGES: 

Supplies . 

Prepaid  insurance,  taxes,  etc . 

Organization  expenses,  etc.  of  one  subsidiary  company 
Unamortized  debt  expense . 


GOODWILL— at  nominal  amount 


AUGUST  4,  JULY  31, 
1945  1944 


$12,413,129 

$10,379,026 

11,760,000 

5,668,908 

7,922,556 

6,679,688 

2,315,631 

2,455,119 

22,724,459 

18,544,783 

767,807 

752,797 

$57,903,582 

$44,480,321 

$  266,500 

$  1,311,000 

3,305,627 

1,072,779 

490,225 

1,518,800 

496,700 

102,000 

— 

618,676 

1,417,345 

514,130 

258,222 

157,188 

$  6,234,619 

$  5,294,573 

$  9,175,827 

$12,605,653 

7,218,367 

7,773,262 

3,392,582 

3,016,688 

$19,786,776 

$23,395,603 

$  643,914 

$ 

729,607 

1,258,689 

1,140,976 

3,738 

6,377 

15,407 

75,603 

$  1,921,748 

$ 

1,952,563 

$  4 

$ 

4 

$85,846,729 

$75,123,064 
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INC 


MENT  STORES, 

CORPORATION] 

R. Y  COMPANIES 
DATED  BALANCE  SHEET 


LIABILITIES 


CURRENT  LIABILITIES: 

Accounts  payable— trade . 

Accrued  liabilities: 

Salaries  and  wages . 

Federal  taxes  on  income  (See  Note  2) : 

Current  year— less  United  States  Treasury  savings  notes  of 

$12,512,242  at  August  4,  1945  and  $7,652,379  at  July  31,  1944 

Possible  assessments  for  prior  years . 

Other  taxes . 

Miscellaneous  . 

Long-term  indebtedness  due  within  one  year . 

Sundry  creditors . 


LONG-TERM  DEBT  OF  SUBSIDIARY  COMPANIES: 

Mortgages  payable,  due  after  one  year  to  1965 . 

Notes  and  debenture  bonds  payable,  due  after  one  year  to  1955 


RESERVES: 

For  contingencies . 

For  warrants  (See  Note  4) . 

For  past  service  retirement  benefits  under  pension  plan 
For  executives'  deferred  compensation  contracts . . 


I  MINORITY  INTERESTS  IN  CAPITAL  STOCK  AND  SURPLUS  OF 
SUBSIDIARY  COMPANIES: 

Preferred  stocks  owned  by  other  interests  — at  par  value  of  $100  a  share  (See  Note  5) . . 

Common  stocks  owned  by  other  interests . 

Surplus  applicable  thereto . . 


CAPITAL  STOCK  AND  SURPLUS: 

Capital  stock: 

Preferred,  4X%  cumulative  (See  Note  6) . 

Capital  arising  from  conversion  of  1,550  preferred  shares  into  common  shares. . . . 
Common: 

% 

Authorized,  2,000,000  shares  without  par  value  (See  Note  7) 

Issued  and  outstanding,  1,039,536  shares  at  August  4,  1945  and  991,619.3 
shares  at  July  31,  1944,  at  $10  per  share  fixed  by  Board  of  Directors. . . . 

Surplus: 

Paid-in  surplus  . * . . 

Earned  surplus  (See  Note  8) . 


AUGUST  4, 
1945 

JULY  31, 
1944 

$  5,584,979 

$  5,188,211 

748,254 

488,511 

1,013,257 

727,753 

1,310,819 

371,100 

374,500 

675,055 

$10,805,717 

2,022,965 

725,248 

858,260 

302,735 

514,998 

538,444 

$10,639,372 

$  7,087,000 
8.912,500 

$  5,833,868 
6,950,000 

$15,999,500 

$12,783,868 

$  455,000 

106,872 
396,076 
37,500 

$  455,000 

175,554 
475,291 

$  995,448 

$  1,105,845 

$  1,825,200 
2,109,120 
3,363,871 
$  7,298,191 

$  1,825,200 
2,131,503 
3,098,765 
$  7,055,468 

$12,861,000 

116,250 

$  9,711,000 
116,250 

10,395,360 

9,916,193 

12,246,631 

11,483,315 

15,128,632 

12,311,753 

$50,747,873  $43,538,511 

$85,846,729  $75,123,064 
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FEDERATED  DEPARTMENT  STORES,  INC. 

AND  SUBSIDIARY  COMPANIES 

COMPARATIVE  CONSOLIDATED  PROFIT  AND  LOSS 

ANNUAL  PERIODS  ENDED 


NeY  Sales  (including  sales  of  leased  departments) .  $187,426,375 

Cost  of  Goods  Sold  (See  Note  2)  and  expenses,  exclusive  of  items  listed  below. . . . 

Deduct: 

Depreciation  (See  Note  9) .  $  1,324,378 

Maintenance  and  repairs . 

Interest  on  indebtedness  and  amortization  of  debt  expense  (See  Note  10) . 


Other  Income- Net: 

Interest  and  dividends  earned  on  securities .  $ 

Dividends  from  subsidiary  companies  not  consolidated . 

Refund  of  taxes  applicable  to  prior  years . 

Provision  for  warrants . 

Loss  from  operation  of  properties  rented  to  others . 

Net  loss  from  sale  of  fixed  assets  and  securities . 

Provision  for  employees'  notes . 


Profit  Before  Provision  for  Federal  Taxes  on  Income .  $  21,294,755 


August  4, 

July  31, 

1945 

1944 

$187,426,375 

$170,862,983 

163,063,960 

152,937,953 

$  24,362,415 

$  17,925,030 

$  1,324,378 

$ 

1,532,362 

1,476,367 

1,083,645 

513,749 

457,218 

$  3,314,494 

$ 

3,073,225 

$  21,047,921 

$ 

14,851,805 

$  204,461 

$ 

129,157 

— 

2,896 

70,141 

19,236 

— 

28,938' 

26,969* 

32,766' 

799* 

78,407' 

— 

13,576 

$  246,834 

$ 

24,754 

$  21,294,755 

$ 

14,876,559 

Provision  for  Federal  Taxes  on  Income: 

Amount  of  provision .  $  14,453,000 

Portion  of  loss  from  sales  of  fixed  assets  equal  to  tax  reduction  attributable  thereto 

(remainder  charged  to  surplus) .  1,260,000 

$  15,713,000 

Net  Profit . . .  $  5,581,755 


Deduct: 

Dividends  on  preferred  stocks  of  subsidiary  companies  owned  by  other  interests 
Portion  of  net  profit  applicable  to  minority  interests  in  common  stocks  of  sub¬ 
sidiary  companies . . 


Net  Profit  Applicable  to  Shares  of  Parent  Company  (See  Note  2) . 
°  Contra 


90,535 

628,502 

719,037 


$  10,361,779 


$  10,361/779 
$  4,514,780 


89,997 

538,912 

628,909 


$  4,862,718  $  3,885,871 
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FEDERATED  DEPARTMENT  STORES,  INC. 

AND  SUBSIDIARY  COMPANIES 

COMPARATIVE  CONSOLIDATED  SURPLUS 


ANNUAL  PERIODS  ENDED 


August  4, 

July  31. 

1945 

1944 

PAID-IN  SURPLUS: 

Balance,  beginning  of  period . 

Add: 

Excess  of  book  value  of  securities  acquired,  over  par  and  stated  value  of  parent 
company's  stock  issued  in  exchange  therefor  or  cash  paid: 

311,483,315 

$11,235,707 

Foley  Brothers  Dry  Goods  Company .  . 

312,157 

— 

Minority  interests  of  parent  company . 

52,415 

115,597 

Minority  interests  of  subsidiary  company  —  parent  company's  proportion . 

Premium  paid  by  a  subsidiary  company  on  repurchase  of  its  preferred  stock  from 

— 

832 

minority  interests  —  parent  company's  proportion . \  . 

— 

4,593* 

Credit  with  respect  to  warrants  exercised  (See  Note  4) . 

398,744 

134,789 

Discount  on  repurchase  of  parent  company  convertible  preferred  stock . 

— 

983 

Balance,  end  of  period . 

EARNED  SURPLUS: 

$12,248,631 

$11,483,315 

Balance,  beginning  of  period . 

Add: 

$12,311,753 

$10,782,494 

Net  profit  for  period  (See  Note  2) . 

4,862,718 

3,885,871 

Decrease  by  a  subsidiary  of  reserve  for  federal  taxes  on  income,  no  longer  required 

—  parent  company's  proportion . 

42,569 

— 

Deduct: 

Dividends  on: 

$17,217,040 

$14,668,365 

convertible  preferred  stock  —  quarterly  dividends  of  $1.0625  each . 

$  412,733 

$  414,964 

Common  stock  — $1.50  per  share . 

Loss  of  $1,483,122  by  Wm.  Filene's  Sons  Company  from  sales  of  fixed  assets,  less 
resultant  tax  reduction  of  $1,260,000  and  portion  of  net  loss  applicable  to 

1,522,480 

1,470,604 

minority  interests  . 

Provision  by  a  subsidiary  company  for  past  service  retirement  benefits  under  pen¬ 

153,195 

— 

sion  plan— parent  company's  proportion . 

— 

471,044 

$  2,088,408 

$  2,356,612 

Balance,  end  of  period  (See  Note  2) . 

$15,128,832 

$12,311,753 

TOTAL  SURPLUS 

$27,375,263 

$23,795,068 

‘Contra 
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FEDERATED  DEPARTMENT  STORES,  INC. 

AND  SUBSIDIARY  COMPANIES 

NOTES  TO  FINANCIAL  STATEMENTS 


1.  The  consolidated  financial  statements  include  all  of  the  companies  in  which  Federated  Department  Stores, 
Inc.  and  its  subsidiary  companies  own  equity  capital  stock  to  the  extent  of  over  50%  with  the  exception  of 
several  subsidiary  companies  of  The  F.  and  R.  Lazarus  and  Company  and  its  consolidated  subsdiarv.  The 
equity  of  Federated  Department  Stores,  Inc.  in  the  net  assets  of  such  unconsolidated  subsidiaries  was  less  than 
cost  by  $36,052  at  August  4,  1945  and  by  $3,274  at  July  31,  1944. 

On  August  1,  1945,  the  entire  outstanding  capital  stock  of  Foley  Brothers  Dry  Goods  Company  was  acquired 
in  exchange  for  capital  stock  of  Federated  Department  Stores,  Inc.  A  balance  sheet  of  the  former  is  not  avail¬ 
able  as  of  August  4,  1945,  and  accordingly,  the  last  available  balance  sheet,  which  was  as  of  July  31,  1945, 
was  included  in  the  consolidated  balance  sheet.  Figures  of  Foley  Brothers  Dry  Goods  Company  are  not  included 
in  the  consolidated  profit  and  loss  statement  nor  in  the  consolidated  surplus  statement. 

A  substantial  part  of  the  net  assets  of  R.  H.  White  Company,  a  wholly-owned  subsidiary  of  Wm.  Filene’s 
Sons  Company,  was  sold  on  December  19,  1944  effective  as  of  September  30,  1944.  Department  store  opera¬ 
tions  of  that  subsidiary  are  included  in  the  consolidated  profit  and  loss  to  the  latter  date. 

2.  As  explained  in  the  report  for  the  year  ended  January  31,  1942,  the  last-in  first-out  (Lifo)  method  of  in¬ 
ventory  valuations,  by  the  use  of  an  index  of  retail  price  changes,  was  adopted  in  the  preparation  of  the  report 
for  that  year.  This  method  has  been  continued  for  subsequent  periods.  The  effect  upon  the  net  profit  has  been 
as  follows: 


ANNUAL  PERIODS  ENDED 

TWO  AND 

ONE-HALF 

TOTAL 

AUGUST  4, 

1945 

JULY  31, 
1944 

YEARS  ENDED 

JULY  31,  1943 

Reduction  of  merchandise  inventories  with  an 
approximately  corresponding  reduction  of  profit 
before  provision  for  federal  taxes  on  income.  . . . 

$3,206,294 

$250,517 

$607,835 

$2,347,942 

Decrease  in  reduction  of  merchandise  inventories 
upon  sale  of  inventory  of  R.  H.  White  Company 

234,787* 

234,787* 

__ 

$2,971,507 

$  -15.7:50 

$607,835 

$2,347,942 

Reduction  in  provision  for  federal  taxes  on  income 

$2,403,350 

$187,100 

$493,500 

$1/722/750 

Increase  in  federal  taxes  on  income  upon  sale  of 
inventory'  of  R.  H.  White  Company . 

199,900° 

199,900* 

_ 

_  p 

$2,203,450 

$  12,800° 

$493,500 

$1,722,750 

Reduction  in  net  profit  after  federal  taxes  on  in¬ 
come  . 

$  768,057 

$  28,530 

$114,335 

$  625,192 

Portion  of  reduction  in  net  profit  applicable  to 
minority  interests  in  common  stocks  of  subsi¬ 
diary  companies . 

107,135 

5,556° 

16,189 

96,502 

Reduction  in  net  profit  applicable  to  common 
shares  of  parent  company . 

$  660,922 

$  34,086 

$  98,146 

$  528,690 

•Contra. 


To  date,  field  agents  of  the  Bureau  of  Internal  Revenue  have  examined  the  income  and  excess  profits  tax 
returns  of  the  subsidiaries  for  one  or  more  years  since  the  Lifo  method  has  been  in  use  and,  in  these  examina¬ 
tions,  the  agents  have  disallowed  the  use  of  that  method.  Federated  Department  Stores,  Inc.  is  of  the  opinion 
that  the  disallowance  of  the  use  of  the  Lifo  method  is  not  in  accordance  with  the  provisions  of  the  Internal 
Revenue  Code.  The  subsidiaries  have  made  payments  of  tax  of  $1,299,130  and  interest  of  $118,215,  a  total 
of  $1,417,345,  pending  the  determination  of  a  test  case.  The  amounts  paid  are  carried  as  an  asset  in  the  accom¬ 
panying  balance  sheet  because  the  increase  in  inventories,  if  the  use  of  the  Lifo  method  were  ultimately  dis¬ 
allowed,  would  be  greater  than  such  amounts.  If  the  use  of  this  method  is  not  ultimately  approved,  the  tax¬ 
able  income  would  be  increased  by  approximately  the  aforementioned  reduction  of  merchandise  inventories 
($2,971,507  in  the  four  and  one-half  years  to  which  it  has  been  applied)  and  the  federal  taxes  on  income 
would  be  increased  in  the  amount  of  $904,320  ( $2,203,450  in  the  four  and  one-half  years  to  which  it  has 
been  applied  less  the  tax  payments  made  of  $1,299,130). 


2.  (continued): 

The  Lifo  basis  was  not  used  by  Foley  Brothers  Dry  Goods  Company,  the  capital  stock  of  which  was  ac¬ 
quired  during  the  year.  The  inventories  of  that  Company  are  stated  at  approximate  cost,  not  in  excess  of 
replacement  market. 

3.  Fixed  assets  (and  real  estate  not  used  in  operations)  are  stated  as  follows: 


August  4,  1945: 

Land,  buildings  and  building  equipment  sub¬ 
stantially  all  on  owned  land: 

Land  . 

Buildings  and  building  equipment . 

Reserve  for  loss  on  future  disposal . 

Buildings  and  building  equipment  on  leased 
land,  improvements  to  leased  properties,  and 

leasehold . 

Store  fixtures  and  equipment . 

Total  fixed  assets . 

Real  estate  not  used  in  operations: 

Foley  Brothers  Dry  Goods  Company: 

Equity  in  real  estate  purchase  option: 

Gross . . . . 

Less  additional  amounts  payable  under 
option  agreement  ( C ) . 

Unimproved  land  . 

Other  subsidiaries— real  estate  owned . 

July  31,  1944: 

Land,  buildings  and  building  equipment  sub¬ 
stantially  all  on  owned  land: 

Land  . 

Buildings  and  building  equipment . 

Buildings  and  building  equipment  on  leased 
land,  improvements  to  leased  properties,  and 

leasehold . 

Store  fixtures  and  equipment . 

Total  fixed  assets . * . 

Real  estate  not  used  in  operations . 

•Contra. 


GROSS 

(a) 

RESERVE  FOR 

DEPRECIATION 

WRITE-DOWN 

( b)  NET 

$  4,652,351 
7,873,132 
120,000° 

$  - 

3,133,485 

$ 

96,171 

$  4,652,351 
4,643,476 
120,000° 

$12,405,483 

$  3,133,485 

$  96,171 

$  9,175,827 

15,685,902 

7,915,537 

7,207,867 

4,261,342 

1,259,668 

261,613 

7,218,367 

3,392,582 

$36,006,922 

$14,602,694 

$1,617,452 

$19,786,776 

$  2,100,000 

$ 

— 

$  — 

$  2,100,000 

580,000 

— 

— 

580,000 

$  1,520,000 
730,000 
1,210,679 

$ 

155,052 

$  __ 

► 

$T, 520, 000' 
730,000 
1,055,627 

$  3,460,679 

$ 

155,052 

$ 

$  3,305,627 

$  6,843,851  $ 

—  $ 

— 

$  6,843,851 

9,886,596 

4,028,623 

96,171 

5,761,802 

$16,730,447  $  4,028,623  $ 

96,171 

$12,605,653 

15,369,570 

6,336,640 

1,259,668 

7,773,262 

7,809,442 

4,286,068 

506,686 

3,016,688 

$39,909,459 

$14,651,331 

$1,862,525” 

$23,395,603 

$  1,210,679 

$  137,900 

$  — 

$  1,072,779 

( A )  The  gross  amounts  represent  cost  to  subsidiary  companies  except  as  follows : 

(1)  Upon  the  acquisition  of  Foley  Brothers  Dry  Goods  Company,  a  reserve  of  $120,000  was  provided 
for  loss  on  future  disposal  of  its  present  store  property. 

(2)  The  two  parcels  of  real  estate  not  used  in  operations  ot  Foley  Brothers  Dry  Goods  Company  in  the 
amounts  of  $2,100,000  and  $730,000  are  included  at  amounts  in  excess  of  cost  to  that  subsidiary,  as 
determined  by  the  management  upon  the  acquisition  of  the  capital  stock  of  that  company. 
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3.  ( continued ) : 

( B)  Write-down  as  of  January  31,  1933  as  to  certain  of  these  assets  of  certain  subsidiary  companies.  In  addi¬ 
tion  to  these  write-downs.  Abraham  &  Straus,  Inc.  wrote  off  leaseholds  of  $265,833  as  of  that  date. 

(C)  Payments  aggregating. $670,000  have  been  made  to  secure  an  option  to  purchase  certain  real  estate  for 
a  total  consideration  of  $1,250,000.  In  the  event  the  option  is  exercised  the  option  payments  are  to  apply 
against  the  purchase  price.  The  option  extends  to  April  14,  1946  without  any  additional  payments  and 
may  be  extended  to  February  14,  1949  by  payment  of  $75,000  each  on  February  14,  1946,  1947  and 
1948.  No  interest  or  taxes  accrue  with  respect  to  this  option. 

4.  During  the  annual  period  ended  August  4,  1945,  35,676  warrants  were  exercised  for  the  purchase  of  the 
same  number  of  common  shares  and  resulted  in  the  receipt  of  a  total  cash  consideration  of  $686,822.  Of 
this  amount  plus  the  reserve  of  $68,682  provided  with  respect  to  these  warrants,  $356,760  was  added  to  capi¬ 
tal  stock  and  $398,744  to  paid-in  surplus. 

The  reserve  for  warrants  at  August  4,  1945  comprises  the  following: 


Number  of  Warrants 

With  Respect  to 

issued 

EXERCISED 

DURING 

ANNUAL 

PERIOD 

OUTSTANDING 
AUGUST  4, 
1945 

PRICE 

UPON 

EXERCISE 

AMOUNT 

OF 

RESERVE 

Year  ended  January  31,  1940 . 

25,000 

15,577 

— 

$18.7125 

$ - 

Year  ended  January  31,  1941 . 

25,000 

8,856 

13,344 

19.1375 

25,537 

Year  ended  January  31,  1942 . 

25,000 

1,375 

3,400 

12.2750 

4,174 

Year  ended  January  31,  1943 . . 

25,000 

5,762 

14,602 

19.8250 

28,948 

Year  ended  January  31,  1944 . 

25,000 

4,106 

20,894 

23.0750 

48,213 

$106,872 

5.  The  preferred  stocks  of  subsidiary  companies  owned  by  other  interests  at  August  4,  1945  are  redeemable 
as  follows:  Par  value  of  $1,356,900  at  a  maximum  price  of  $104  per  share  and  par  value  of  $468,300  at  a 
maximum  price  of  $107.50  per  share. 

6.  The  preferred  stock  at  the  balance  sheet  dates  was  as  follows: 


August  4,  1945  July  31,  1944 


Authorized  . 

SHARES 

AMOUNT 

SHARES 

AMOUNT 

2(X),(XX) 

160,000 

Issued,  less  1,550  shares  which  have  been  con¬ 

verted  into  common  shares . 

154,950 

$15,495,000 

123,450 

$12,345,000 

Less: 

Repurchased  and  retired . 

13,900 

$  1,390,000 

12,300 

$  1,230,000 

Other  shares  repurchased . 

12,440 

1,244,000 

14,040 

1,404,000 

26,340 

$  2,634,000 

26,340 

$  2,634,000 

Outstanding  . 

128,610 

$12,861,000 

97,110 

$  9,711,000 

The  preferred  stock  is  of  the  par  value  of  $100  per  share.  It  is  redeemable  at  $105  per  share  to  October  1, 
1945,  at  $104.50  per  share  thereafter  to  October  1,  1946,  and  at  $104  per  share  thereafter.  During  the  year 
the  common  stockholders  decided  to  accord  voting  rights  to  the  preferred  stock. 
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6.  ( continued ) : 

On  or  before  June  1st  of  each  year,  the  Corporation  is  required  to  expend  for  the  repurchase  of  its'  4Ji% 
convertible  preferred  stock  the  greater  of  (a)  $140,000  or  (b)  3%  of  the  balance  of  the  consolidated  net  earn¬ 
ings  after  taxes  for  the  preceding  fiscal  year  remaining  after  deducting  from  such  net  earnings  the  aggregate 
amount  of  dividends  accrued  on  the  4J*%  convertible  preferred  stock  during  such  fiscal  year.  The  repurchases 
to  August  4,  1945  exceed  by  $1,146,962  the  requirements  to  June  1,  1945. 

7.  Of  the  2,000,000  shares  of  common  stock  authorized,  11 6,896  shares  are  reserved  for  exchange  for  common 
stock  of  subsidiaries,  52,240  shares  are  reserved  for  the  exercise  of  warrants  issued  to  certain  executives  of 
subsidiary  companies  and  125,000  are  reserved  in  connection  with  the  stock  purchase  plan  approved  during 
the  year.  The  stock  purchase  plan  was  approved  by  the  common  stockholders  to  be  effective  immediately 
upon  ( 1 )  the  obtaining  of  such  tax  rulings  with  respect  to  the  Company  and  the  individuals  as  shall  be  satis¬ 
factory  to  counsel  for  the  Company  and  ( 2 )  any  necessary  approval  by  governmental  authorities.  Such  tax  rul¬ 
ings  and  approvals  have  not  yet  been  secured.  The  plan  is  described  in  the  proxy  statement  sent  to  stockholders 
under  date  of  June  30,  1945. 

8.  Earned  surplus  of  $15,128,632  is  before  an  appropriation  of  $2,266,962,  being  the  cost  of  the  45i% 
convertible  preferred  stock  repurchased. 

9.  As  of  January  31,  1933  certain  of  the  expenditures  for  fixed  assets  by  certain  subsidiary  companies  were 
written  down  ( See  Note  3 )  and  depreciation  since  that  date  has  been  calculated  upon  the  reduced  values. 

10.  Interest  on  indebtedness  and  amortization  of  debt  expense  for  the  annual  period  ended  August  4,  1945 
includes  $54,281  for  premium,  unamortized  debt  expense,  etc.,  applicable  to  bonds  and  notes  redeemed  during 
the  year  by  subsidiary  companies. 

11.  The  Board  of  Directors  of  Abraham  &  Straus,  Inc.,  a  consolidated  subsidiary,  has  authorized  the  con¬ 
struction  of  a  qew  building  to  replace  a  major  portion  of  its  present  Central  Building  which,  it  is  estimated, 
with  fixtures,  will  cost  about  $4,000,000. 

Foley  Brothers  Dry  Goods  Company,  a  consolidated  subsidiary,  expended  $450,000  during  the  month  of 
August,  1945  for  the  purchase  of  certain  real  estate  previously  leased  to  it. 

As  of  August  4,  1945,  The  F.  and  R.  Lazarus  and  Company  and  its  consolidated  subsidiary  had  subscribed 
for  an  aggregate  of  12,500  shares  of  capital  stock  of  two  of  their  unconsolidated  subsidiaries  at  $100.00  per 
share  payable  on  demand,  of  which  47  shares  had  been  issued  and  are  included  at  cost. 

12.  During  the  past  year,  the  Company  and  its  subsidiary  companies  changed  their  fiscal  period  from  a 
twelve-month  year  ending  July  31st  to  a  52-week  period  (with  an  occasional  53-week  period)  ending 
on  the  Saturday  nearest  July  31st,  except  for  the  current  period  which  comprises  369  days  from  August  1, 
1944  to  August  4,  1945. 


\ 
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TOUCHE,  NIVEN  6c  CO. 


CERTIFIED  PUBLIC  ACCOUNTANTS 
EIGHTY  MAIDEN  LANE 
NEW  YORK 


October  9,  1945 

TO  THE  BOARD  OF  DIRECTORS  AND  STOCKHOLDERS 
OF  FEDERATED  DEPARTMENT  STORES,  INC.: 

We  have  examined  the  balance  sheets  as  of  August  4,  1945  and  the  related  statements  of 
profit  and  loss  and  surplus  for  the  annual  period  (369  days)  then  ended  of  Federated  Depart¬ 
ment  Stores,  Inc.  and  of  certain  of  its  subsidiary  companies  — Federated  Service,  Inc.,  Metro¬ 
politan  Television,  Inc.,  Abraham  &  Straus,  Inc.  and  Bloomingdale  Bros.,  Inc.  and  its  subsidiary 
companies— have  reviewed  the  systems  of  internal  control  and  the  accounting  procedures 
of  the  companies  and,  without  making  a  detailed  audit  of  the  transactions,  have  examined  or 
tested  accounting  records  of  the  companies  and  other  supporting  evidence,  by  methods  and 
to  the  extent  we  deemed  appropriate.  Our  examination  was  made  in  accordance  with  gener¬ 
ally  accepted  auditing  standards  applicable  in  the  circumstances  and  included  all  procedures 
which  we  considered  necessary.  Similar  examinations  for  the  same  period  have  been  made  by 
Messrs.  Herbert  F.  French  &  Company  of  the  consolidated  financial  statements  of  Wm. 
Filene’s  Sons  Company  and  by  Messrs.  Ernst  &  Ernst  of  the  consolidated  financial  statements 
of  The  F.  and  R.  Lazarus  and  Company  and  of  the  balance  sheet  of  Foley  Brothers  Dry  Goods 
Company.  The  net  assets  of  these  three  subsidiaiy  companies  represent  approximately  57$  of 
the  consolidated  net  assets  at  August  4,  1945.  From  the  foregoing  financial  statements  there 
have  been  prepared  the  accompanying  consolidated  balance  sheet  of  Federated  Department 
Stores,  Inc.  and  subsidiary  companies  as  of  August  4,  1945  and  the  consolidated  statements  of 
profit  and  loss  and  surplus  for  the  annual  period  then  ended. 

It  has  been  the  established  procedure  of  the  Company’s  subsidiaries  to  take  physical  in¬ 
ventories  in  all  departments  around  the  end  of  their  fiscal  year.  This  procedure  was  followed 
as  of  August  4,  1945  except  by  The  F.  and  R.  Lazarus  and  Company  and  its  subsidiary  com¬ 
pany.  Messrs.  Ernst  &  Ernst  report  that  these  companies  took  physical  inventories  in  all  de¬ 
partments  as  of  February  3,  1945,  and  in  departments  with  merchandise  aggregating  approxi¬ 
mately  60$  of  the  total  amount  of  inventories  on  hand  as  of  August  4,  1945,  such  departments 
having  been  selected  by  the  companies  and  approved  by  the  accountants.  The  perpetual  in¬ 
ventory  records  relative  to  the  remaining  departments  were  reviewed  by  the  accountants  and 
they  have  satisfied  themselves  as  to  the  substantial  fairness  of  the  amounts  at  which  the  inven¬ 
tories  are  stated. 

Based  upon  the  examinations  made  by  us  and  upon  the  opinions  expressed  in  the  reports 
of  the  other  accountants  with  respect  to  the  financial  statements  of  subsidiary  companies  not 
examined  by  us,  the  figures  for  which  have  been  included  upon  the  responsibility  of  such 
accountants,  the  accompanying  consolidated  balance  sheet  and  related  statements  of  profit 
and  loss  and  surplus,  in  our  opinion,  present  fairly  the  consolidated  position  of  Federated 
Department  Stores,  Inc.  and  subsidiary  companies  at  August  4,  1945  and  the  consolidated 
results  of  their  operations  for  the  annual  period  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  by  each  of  the  companies  on  bases  consistent  with 
those  of  the  preceding  fiscal  year. 

TOUCHE,  NIVEN  &  CO. 
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FEDERATED  DEPARTMENT  STORES,  INC. 

AND  SUBSIDIARY  COMPANIES 


COMPARISON 

FIVE  AND  ONE- 

OF  NET  SALES  AND 

HALF  YEARS  ENDED 

YEAR  ENDED  JULY-AUGUST 

NET  PROFITS 

AUGUST  4,  1945 

YEAR  ENDED  JANUARY  31, 

1945 

1944 

1943 

1942<» 

1942 

1941 

NET  SALES: 

Wm.  Filene's  Sons  Com¬ 
pany  . 

$  48,256, 9091 

$  53,131,313 

$  50,392,704 

$  44,310,495 

$  42,367,641 

$  37,429,598 

Abraham  &  Straus,  Inc . 

40,476,198 

34,927,193 

31,157,476 

28,076,012 

27,216,445 

24,167,486 

The  F.  and  R.  Lazarus  and 
Company . 

57,257,224 

47,378,886 

41,600,547 

34,623,405 

32,918,614 

27,013,038 

Bloomingdale  Bros.,  Inc... 

41,430,044 

35,425,591 

32,174,476 

29,575,791 

28,925,179 

26,047,123 

$187,426,375 

$170,862,983 

$155,331,203 

$136,585,703 

$131,427,879 

$114,657,245 

NET  PROFIT  (3  4): 

Before  federal  taxes  on  in¬ 
come  . 

$  21,294,755 

$  14,876;559 

$  12,367,327 

$  8,099,368 

$  6,614,202 

$  4,994,337 

Federal  taxes  on  income. . . 

15,713,000 

10,361,779 

7,866,388 

4,027,650 

3,004,500 

1,348,200 

After  federal  taxes  on  in¬ 
come  . 

$  5,581,755 

$  4,51.4,780 

$  4,500,939 

$  4,071,718 

$  3,609,702 

$  3,646,137 

Applicable  to  minority  in¬ 
terests  in  preferred  and 
common  shares  of  subsi¬ 
diary  companies . 

719,037 

628,909 

600,459 

626,788 

507,806 

454,037 

Applicable  to  stock  of  par¬ 
ent  company . 

$  4,862,718 

$  3,885,871 

$  3,900,480 

$  3,444,930 

$  3,101,896 

$  3,192,100 

Dividends  on  preferred 
stock  of  parent  company 

412,733 

414,964 

426,735 

442,650 

451,150 

470,170 

Balance  of  net  profit  appli¬ 
cable  to  common  stock  of 
parent  company . 

$  4,449,985 

$  3,470,907 

$  3,473,745 

$  3,002,280 

$  2,650,746 

$  2,721,930 

NUMBER  OF  SHARES 
OF  COMMON  STOCK 
OUTSTANDING  AT 
END  OF  YEAR . 

1,039,536 

991,619 

974,621 

951,927 

951,587 

937,293 

NET  PROFIT 

PER  SHARE . 

$4.32* 

$3.50 

$3.56 

$3.15 

$2.79 

$2.90 

Notes: 


1.  The  fiscal  year  of  the  Company  was  changed  at  July  31,  1942,  from  one  ending  on  January  31  to  one  ending  on  July  31.  For  purposes  of 
comparison,  figures  are  presented  in  this  tabulation  for  the  year  ended  July  31,  1942.  See  also  Note  12  to  financial  statements. 

2.  Exclusive  of  the  sales  of  R.  H.  White  Company,  which  discontinued  store  operations  as  of  September  30,  1944,  the  sales  were  $46,131,342 
in  the  annual  period  ended  August  4,  1945  compared  with  $40,585,268  in  tne  precding  year. 

3.  The  figures  for  net  income  have  not  been  modified  for  surplus  adjustments  which  relate  to  these  years. 

4.  See  Note  2  to  the  financial  statements. 

5.  On  1,029,536  shares  which  are  exclusive  of  the  10,000  shares  issued  on  August  1,  1945  in  exchange  for  the  capital  stock  of  Foley  Brothers 
Dry  Goods  Company. 
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FEDERATED  DEPARTMENT  STORES,  INC. 

AND  SUBSIDIARY  COMPANIES 

COMPARATIVE  BALANCE  SHEET  STATISTICS 


_ END  OF  FISCAL  PERIOD _ 

July-August  JANUARY  31 


1945 

1944 

1943 

1942 

1942 

1941 

WORKING  CAPITAL: 

Current  assets: 

Cash  and  investments . 

$24,173,129 

$16,047,934 

$13,244,319 

$  9,334,765 

$  4,852,711 

$  4,974,185 

Notes  and  accounts  receivable. . 

10,238,187 

9,134,807 

8,977,567 

9,549,287 

17,284,143 

16,166,839 

Merchandise  inventories . 

22,724, 4591 

18,544, 7831 

18,224,402' 

27,680,764! 

16,330,512! 

12,744,238 

Other  current  assets . 

767,807 

752,797 

640,519 

518,971 

442,356 

335,421 

$57,903,582 

$44,480,321 

$41,086,807 

$47,083,787 

$38,909,722 

$34,220,683 

Current  liabilities . 

10,805,717 

10,639,372 

7,816,489 

8,725,178 

9,496,595 

5,928,196 

Working  capital . 

$47,097,865 

$33,840,949 

$33,270,318 

$38,358,609 

$29,413,127 

$28,292,487 

Ratio  of  current  assets  to  current 
liabilities . 

5.36 

4.18 

5.26 

5.40 

4.10 

5.77 

LONG-TERM  DEBT  OF 

SUBSIDIARY  COMPANIES2 

$15,999,500 

$12,783,868 

$12,789,897 

$20,414,016 

$10,980,183 

$10,295,413 

Notes: 

1.  See  Note  2  to  financial  statements. 

2.  Long-term  debt  does  not  include  instalments  due  within  one  year;  such  amounts  are  included  in  current  liabilities. 


HOLDINGS  OF  SECURITIES  OF  PRINCIPAL 


SUBSIDIARY  COMPANIES 

CONSOLIDATED  — 

AUGUST 

4,  1945 

PREFERRED  STOCK 

COMMON  STOCK 

Held  by 

Held  by 
minority 

Held  by 

Held  by 

Held  by 
minority 

Federated 

interests 

Federated 

subsidiaries 

interests 

Wm.  Filene’s  Sons  Company,  Boston,  Mass . 

$  2,813,100 

$1,356,900 

68.66% 

-  % 

31.34% 

Abraham  &  Straus,  Inc.,  Brooklyn,  N.Y . 

1,900,000 

— 

89.68 

— 

10.32 

The  F.  and  R.  Lazarus  and  Company,  Columbus, 
Ohio . 

2,553,100 

99.11 

.89 

The  John  Shillito  Company,  Cincinnati,  Ohio. 

— 

468,300 

— 

99.34 

.66 

Bloomingdale  Bros.,  Inc.,  New  York,  N.Y . 

3,039,400 

— 

89.52 

— 

10.48 

Foley  Brothers  Dry  Goods  Co.,  Houston,  Texas.  .  . 

348,000 

— 

100.00 

— 

— 

Federated  Service,  Inc.,  New  York,  N.Y . 

— 

— 

— 

100.00 

— 

Metropolitan  Television,  Inc.,  New  York,  N.Y . 

— 

— 

— 

100.00 

— 

$10,653,600 

$1,825,200 
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FEDERATED  DEPARTMENT  STORES,  INC. 


EARNINGS  AND  DIVIDENDS 


Year  ended 

Preferred  Stock 

Per  Share 

Common  Stock 

Per  Share 

January  31 

Earnings 

Dividends 

Earnings 

Dividends 

1932 

$1.37 

$  .50 

1933 

.62 

.65 

1934 

• 

1.58 

.70 

1935 

1.26 

1.00 

1936 

1.60 

1.00 

1937° 

$1.41-2/3 

3.03 

2.00 

1938 

$22.20 

4.25 

2.37 

1.75 

1939 

23.43 

4.25 

2.45 

1.25 

1940 

29.28 

4.25 

3.04 

1.25 

1941 

29.19 

4.25 

2.90 

1.50 

1942 

29.56 

4.25 

2.79 

1.50 

Year  ended 
July-Aucust 

1942 

33.53 

4.25 

3.15 

1.50 

1943 

39.88 

4.25 

3.56 

1.50 

1944 

40.01 

4.25 

3.50 

1.50 

1945 

50.07°  0 

4.25 

4.32°  ° 

1.50 

°The  preferred  stock  was  issued  in  the  month  of  August  of  this  fiscal  year. 

00  On  number  of  shares  outstanding  at  end  of  year,  exclusive  of  31,500 
shares  of  preferred  stock  and  10,000  shares  of  common  stock  issued  on 
August  1, 1945  in  exchange  for  capital  stock  of  Foley  Brothers  Dry  Goods 
Company. 
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Total  Volume  of  Business 

Year  ended  August  4, 


1945 


Year  ended  August  4 , 
1945 

$21,294,755 


$15,713,000 


$719,037 

$412,733 


$4,449,985 


Year  ended  July  31, 
1944  1943  1942 


Year  ended  January  31, 
1942  1941 


Disposition  of  Net  Profit  Before  Federal  Taxes  on  Income 


Year  ended  July  31, 
1944  1943 

$14,876,559 


$12,367,327 


$10,361,779 


$628,909 

$414,964 


$3,470,907 


$7,866,388 


$600,459 

$426,735 


$3,473,745 


Net  profit  before  federal  taxes  on 
income  and  minority  interest 
| — 1  Federal  taxes  on  income 

Minority  interests  in  preferred  and 
common  stocks  of  subsidiaries 
Dividends  on  preferred  stock  of 
Company 

1_J  Applicable  to  common  stock 


-►  1942 

$8,099,368 


$4,027,650 


$626,788 

$442,650 


$3,002,280 


Year  ended  January  31, 
1942  1941 

$6,614,202 


$3,004,500 


$4,994,337 


$1,348,200 


$2,650,746 


$2,721,930 


•26- 


★ 


> 


27 


IN  MEMORY  OF  THE  MEN  OF  OUR  COMPANY  WHO 
HAVE  GIVEN  THEIR  LIVES  TO  THEIR  COUNTRY 


Abraham  &  Straus 

Leonard  Alfano 
Salvatore  Aniano 
Robert  B.  Blum 
John  Burns 
Joseph  Cirrito 
Peter  Creamer 
Frank  Fugazy 
Norman  Hirsch 
John  Lobinger 
Kenneth  Lucas 
William  McCormick 
Saul  Merson 
Abe  Moskowitz 
Brian  Murphy 
Sebastian  Renda 
Lionel  Tachna 
Salvatore  Trapani 
Murray  Turetsky 

Bloomingdales 

Bernard  Abrams 
Edward  Albright 
George  Apeler 
Arthur  Babcock 
Eric  Bernhard 
John  Bobby 
Martin  Bodenskv 
Thomas  Clossick 
Sam  Cordaro 
Harry  Loomis 
Lerov  Menacker 
Edwin  Popella 
Donald  Pyle 
Joseph  Yabroudi 


Filene’s 

Arthur  Davis 
George  Doukas 
Edward  Lennon 
Donald  McEachern 
Paul  Page 

Foley  Brothers 

Gerson  Cohen 
Herbert  Matthies 
Percy  Wills 

F.  &  R.  Lazarus  &  Co. 

Royal  Brock 
Robert  Forrest 
Robert  Meder 
Joseph  Ricci 
Neil  Summerville 
Norris  Wells 
Daniel  Wolfe 

Shillitos 

Thomas  Anthony 
Ivan  Bauer 
Richard  J.  Elmer 
Samuel  Kessler 
Carl  B.  Lengerich 
Ralph  Neumeister 
Wm.  M.  Owens 
Jack  Serena 
Robert  Stefan 


•28- 


PRINTED  BY  KENILWORTH  PRESS,  INC. 


S&  .... 

"■•S'-- 


-  .  i  -  .-*v ..  - 


\ 


